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Paper #790 1997-99 Budget May 14, 1997
L

To: Joint Committee on Finance

From: Bob Lang, Director
Legislative Fiscal Bureau

ISSUE
Governance of TEACH Functions (TEACH Board)

[LFB Summary: Page 568, #1 and #2; Page 576, #10; and Page 208, #2]

CURRENT LAW

The Educational Technology Board (ETB) is responsible for administering the pioneering
partners program which provides competitive grants and/or state trust fund loans to school
districts, municipal or county library boards or a combination thereof, to implement, expand or .
participate in an educational technology or distance education project. Additionally, ETB is
required to provide consultative services to school and library boards, in cooperation with
cooperative educational service agency (CESA) boards, to assist them in developing and
implementing distance education and educational technology projects and in preparing
applications for ETB grants and loans.

The Educational Communications Board (ECB) is responsible for administering a small
grant program for distance education grants to school districts and educational institutions for the
development of distance education projects in cooperation with other educational institutions
using fiber optics or other appropriate technologies. Additionally, ECB is required to: (a) provide
leadership in securing appropriate funding for regional educational telecommunications networks
maintained by schools and other educational institutions; (b) coordinate the development of the
networks; and (c) establish technical standards for the networks and their interconnections.

The Department of Public Instruction (DPI) is the state’s designated K-12 education
agency and is responsible for administering all state school aids programs except pioneering
partners. The State Superintendent of Public Instruction is constitutionally and statutorily vested
with the supervision of primary and secondary public education in Wisconsin.
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GOVERNOR

Create the Technology for Educational Achievement in Wisconsin Board (TEACH Board)
which would be attached to the Department of Administration (DOA) for limited purposes of
budgeting, program coordination and related management functions. The proposed membership
of the Board is shown in an attachment to this paper. Under current law governing the operation
of state boards, the chair of the board would be elected by board members. The TEACH Board
would administer three grant programs to school districts and CESAs, coordinate with DOA and
the Public Service Commission to operate the telecommunications access program, coordinate
with DOA to provide infrastructure loans, technology purchasing services and technical assistance
to school districts, and coordinate with school districts, CESAs, DPI, WTCS, the UW System and
DOA in the statewide provision of educational technology services, equipment and training.

Provide $596,500 GPR in 1997-98 and $710,900 GPR in 1998-99 and 6.0 GPR positions
beginning in 1997-98, one of which would be unclassified. Specify that the Governor would
appoint an Executive Director, to be assigned to executive salary group 5, and the Director would
appoint all staff.

Eliminate ETB and $73,300 GPR for ETB administration annually from the DOA base
level budget.

" Delete $184,600 GPR and 4.0 GPR positions in 1997-98 and $246,100 GPR in 1998-99
from ECB to reflect the transfer of certain distance education functions to the proposed TEACH
Board. Eliminate ECB’s distance education grant program, all duties related to the program and
$107,200 GPR annually for distance education grants to school districts and educational
institutions for the development of distance education projects in cooperation with other
educational institutions using fiber optics or other appropriate technologies.

Eliminate ECB’s responsibilities to: (a) provide leadership in securing appropriate funding
for regional educational telecommunications networks maintained by schools and other
educational institutions; (b) coordinate the development of the networks; and (c) establish
technical standards for the networks and their interconnections.

Decrease the number of unclassified professional staff employed by ECB from 12 to 11.
Under current law, ECB has 18 unclassified positions, including the executive director, deputy

director, four division administrators and 12 professional staff.

Delete 2.0 GPR positions in 1997-98 from UW-Extension.
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DISCUSSION POINTS

1. The following items in this paper discuss three options for governance of the
proposed TEACH functions. The first section deals with the proposed TEACH Board and the
second section discusses two existing state agencies that have responsibilities in this area. The
attachment lists the memberships of the existing ETB and ECB boards and the proposed TEACH
Board.

TEACH Board

2. Technological advancement within school districts varies significantly across the
state. A prominent, state-level board could foster an atmosphere for technological advancement
within the state’s K-12 schools, provide a single state contact point for school districts seeking
assistance with technology issues, coordinate educational technology issues among all of the
state’s educational institutions and assist these institutions in accessing technology equipment,
services and training.

3. The current ETB Board has been successful in evaluating educational technology
grant proposals from school districts, but has not been able to provide significant technical
assistance to school districts or coordinate state initiatives in this area. The proposed TEACH
Board would be better equipped to complete such tasks due to its greater staffing and funding
levels, and the prominence of the Board members, including the highest executives of two major
state agencies and members of the boards of the state’s two public higher education systems.

4. The Governor’s proposal attaches the TEACH Board to DOA for the purposes of
administrative assistance and provides five positions within DOA for certain technology
purchasing and related building construction services associated with the TEACH proposal. This
close relationship with DOA, the agency that provides telecommunications, building and
consulting services to state agencies, could strengthen the TEACH Board’s ability to serve
educational institutions in these areas.

5. The proposed membership of the TEACH Board would include eight members that
have been directly (the five public members) or indirectly (the UW Regent, WTCS Board
member and Secretary of DOA) appointed by the Governor. Arguably, the Board membership
would provide for extensive gubernatorial oversight, which may be desirable in an executive
branch agency. However, some would argue that the appointments to the Board be expanded to
other entities.

The Board membership provides for no representation from ECB which currently has both
distance education and public broadcasting duties. If the Committee would approve the
Governor’s proposal to create a separate TEACH Board, it may wish to consider altering the
membership of the Board. For example, the Committee could replace one of the public members
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with a member of the ECB Board appointed by the Chair of the Board. In addition, rather than
having the Governor appoint all five public members, consideration could be given to having the
Speaker of the Assembly and Majority Leader of the Senate each appoint a public member.

6. SB 77 would require that the Governor appoint the Executive Director of the
TEACH Board, which is consistent with the Governor’s role as the head of the executive branch
of government. On the other hand, if the TEACH Board is responsible for the TEACH
programs, it may be desirable for the Board to appoint its Executive Director. :

Existing State Agencies

7. In his Wisconsin Evaluation Survey Report required by 1995 Act 27, the
Lieutenant Governor recommended reducing the number of state boards, councils and
commissions from 144 to 63. He reported, "It is much easier and cost-effective to prevent an
unnecessary entity from being formed than it is to terminate one.” Arguably, an existing agency,
with already formed connections to the K-12 community, experienced staff members and a
functioning administrative infrastructure would be prepared to commence and sustain the duties
of the TEACH program. The following points address the potential for either of two existing
state agencies to perform these functions.

Educational Communications Board

8. As shown in the attachment, the membership of the ECB Board is similar to the .

proposed TEACH Board, with the overlap including the Secretary of Administration and the State
Superintendent of Public Instruction or their designees, a member of the UW Board of Regents
and one member appointed by the WTCS Board. Given the similar membership, arguably the
ECB Board membership could accomplish the educational technology coordination and leadership
duties proposed for the TEACH Board.

9. ECB indicates that its current duties include coordinating distance education
networks in the state, and providing professional development, informational and instructional
programs to pupils and teachers via the Internet, full- and compressed-motion video and public
radio and television. Because of these current activities, ECB views its staff as experienced in
the provision and coordination of educational technology services and programs. Additionally,
through these distance education and instructional technology programs, ECB believes that it has
fostered relationships with school districts, CESAs, distance education network consortia and
institutions of higher education and would be able to carry forward these relationships if it had
responsibility for the TEACH program.

10.  If ECB would assume responsibility for the TEACH program, the agency indicates

that it would utilize $184,600 GPR in 1997-98 and $246,100 GPR in 1998-99 and 4.0 GPR
positions that would be deleted under the Governor’s proposal and would require $51,400 GPR
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in 1997-98 and $64,600 GPR in 1998-99 with 1.0 GPR position beginning in 1997-98. Further,
ECB indicates that it would need additional funding of $223,600 GPR in 1997-98 and $305,200
GPR in 1998-99 for website development, video conferencing, teacher training program
development, ECB staff development, contractual engineering services and software development.
This would represent a net reduction of $231,900 GPR and 1.0 GPR position compared to the
Governor’s recommendation. Alternatively, if certain lower priority items in the additional
funding requested by ECB would be eliminated, the Committee could provide ECB with the
positions and related funding described above as well as a lesser amount of $145,000 GPR
annually for professional development and technical assistance duties associated with the TEACH
program, including teacher training program development and delivery and contractual
engineering services for school districts.

Department of Public Instruction

11.  As the state agency vested with the authority to supervise public instruction, DPI
is primarily charged with providing funds for K-12 schools and assisting schools in their
instructional, curricular, professional development and management programs. Under current law,
DPI administers all of the state school aid programs that are counted towards two-thirds funding
of public K-12 schools in Wisconsin, except the pioneering partners grant program. The creation
of a TEACH Board would place four appropriations within the TEACH Board and one
appropriation within DOA that would be counted in the state’s calculation of funding two-thirds
of K-12 school district costs. It could be argued that state school aids should remain within one
agency that is specifically charged with supporting public K-12 schools in the state.

12.  DPI has working relationships with both school districts and CESAs. Arguably,
educational technology should be integrated into curriculum, instructional techniques, pupil
assessment, professional development and school business management; as the state education
agency, DPI may be better able to accomplish this goal. Additionally, DPI is experienced with
school aid distribution and data collection and arguably would be well situated to administer the
TEACH funding.

13.  DPIl is required by federal law to receive and administer most of the federal K-12
education funding received by the state. The Department administers several federal programs
that distribute funds to local school districts for the purposes of educational technology. If the
Committee wishes to ensure that all local aid programs to school districts are located in a single
agency, thus fostering consolidation and one-stop shopping for state government services, it could
place the duties of the TEACH Board within DPI. DPI indicates that the agency would require
$165,800 GPR in 1997-98 and $201,000 GPR in 1998-99 and 3.5 GPR positions beginning in
1997-98 to administer the TEACH program. ‘
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ALTERNATIVES TO BASE

1. Approve the Governor’s recommendation to establish a TEACH Board.
Alternative 1 ‘ GPR
1997-99 FUNDING (Change to Base) $515,700
[Change to Bill $oj

2. Modify the Governor’s recommendation to establish a TEACH Board by one or
more of the following alternatives:

a. Provide that the Executive Director of the staff would be appointed by the Board;

b.. Replace a public member with a member of the ECB Board, appointed by the
Chair of the ECB Board;

c. Provide that the Speaker of the Assembly and Majority Leader of the Senate each
appoint one public member to the Board.

3. Delete the proposed TEACH Board and, instead, provide that the proposed
TEACH Board duties and programs be established under the Educational Communications Board.
Provide ECB with $51,400 GPR in 1997-98 and $64,600 GPR in 1998-99 and 1.0 GPR position
beginning in 1997-98 as well as $145,000 GPR annually for contractual engineering services for
school districts and multi-media professional development courses for teachers. Delete $107,200
GPR annually for ECB distance education grants to school districts and other educational
institutions. Delete $73,300 GPR annually for ETB administration from DOA. Delete 2.0 GPR
classified positions in 1997-98 from UW-Extension.

Alternative 3 GPR
1997-99 FUNDING (Change to Base) $45,000
[Change to Bill - $470,700]
1998-99 POSITIONS (Change to Base) -1.00
[Change to Bill - 1.00]

4. Delete the proposed TEACH Board and, instead, provide that the proposed
TEACH Board duties and programs be established within the Department of Public Instruction.
Provide $165,800 GPR in 1997-98 and $201,000 GPR in 1998-99 and 3.5 GPR positions
beginning in 1997-98 in order to operate the TEACH program. Delete $184,600 GPR and 4.0
GPR positions in 1997-98 and $246,100 GPR in 1998-99 from ECB to reflect the transfer of
certain distance education functions to DPI. Delete $107,200 GPR annually for distance
education grants to school districts and other educational institutions and eliminate the agency’s
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distance education functions related to distance education networks. Delete $73,300 GPR annually
for ETB administration from DOA. Delete 2.0 GPR classified positions in 1997-98 from UW-

Extension.

Alternative 4 GPR
1997-99 FUNDING (Change to Base) - $424,900

[Change to Bill - $940,600]
1998-99 POSITIONS (Change to Base) -2.50

[Change to Bill -2.50]

Recommendations of the Joint Committee on Information Policy
1 Alternatives 1 and 2b.
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Paper #791 1997-99 Budget May 14, 1997
w

To: Joint Committee on Finance

From: Bob Lang, Director
Legislative Fiscal Bureau

ISSUE
GPR Block Grants to School Districts (TEACH Board)

[LFB Summary: Page 570, #3; Page 576, #9; Page 576, #11]

CURRENT LAW

" The Educational Technology Board (ETB) provides pioneering partners competitive grants
to school districts, municipal or county library boards or a combination thereof, to implement,
expand or participate in an educational technology or distance education project. In 1996-97,
ETB was appropriated $15,000,000 GPR for this purpose, with a base level budget of
$10,000,000.

GOVERNOR

Provide $10,000,000 GPR in 1997-98 and $35,000,000 GPR in 1998-99 in an annual
appropriation for block grants to school districts. Distribute block grants based on a formula that
uses equalized value per member, with an adjustment for K-8 and union high school (UHS)
districts. Grant distribution for K-12 districts would be based, in part, on equalized value per
member, using the current statutory definition of equalized valuation, which is the full value of
the taxable property in the district as certified for the prior year, excluding value adjustments
resulting from appeals. For UHS districts, equalized valuation would be divided by three times
membership. For K-8 districts, equalized valuation would be divided by 1.5 times membership.
Funding would be distributed as follows:

a. Provide $5,000 annually to each eligible school district. If all 426 school districts
request the grant, a total of $2,130,000 would be distributed annually under this provision.
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b. Provide the balance of the funds to eligible school districts in proportion to the
weighted membership of each school district. If a district’s equalized valuation per member is
more than 150% of the state average, each member is weighted as 1.0; if a district’s equalized
valuation per member is at least 100% but not more than 150% of the state average, each
member is weighted as 2.0; if a district’s equalized valuation per member is less than 100% of
the state average, each member is weighted as 3.0.

Require school districts to adopt a resolution requesting the grant through an annual
meeting for common school districts, or a school board action for unified school districts or the
Milwaukee Public Schools (MPS). If the annual meeting in a common school district, required
to be held between May 15, 1997 and September 30, 1997, has been held before the effective
date of the 1997-99 budget act, require the school board of the common school district to adopt
a resolution requesting the grant for the 1997-98 school year.

Require school districts to deposit funds received through block grants in a separate fund.
Provide that school districts may use the funds for any purpose related to educational technology,
except for funding the salaries and benefits of any school district employe. Specify that a grant
could not be used to replace funding available from other sources.

Eliminate the pioneering partners competitive grant program with $10 million GPR of
base funding.

DISCUSSION POINTS
Membership Weighting Formula

1. The weighted membership formula proposed under the bill partially equalizes the
distribution of the grants among school districts with differing valuations per member. However,
the proposed weighting mechanism creates a notch effect, where two districts with an equalized
value per member differing by a dollar could receive per member aid amounts that differ by as
much as 100%.

2. Arguably, this notch effect could hamper a school district that has a value per
member that is near the threshold in the formula. A school district in this situation could find it
difficult to budget for technology projects from the first year of the biennium to the second year,
since the loss of a few pupils or above average growth in value could cause a district’s block
grant to decrease by a large percentage. -

3. If the Committee would like to consider a distribution formula that would smooth

out the notch effect present under the proposed formula, it could weight members based on
mechanism that would determine the statewide equalized valuation per member as a proportion
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of a school district’s equalized valuation per member. This weighting mechanism is similar to
the one utilized in the Wisconsin Technical College System state general aid formula.

Under this alternative, the weighting factor for members in" each district would be
calculated by dividing the statewide average equalized value per member by the value per
member in the district. If a district’s per member valuation would exceed the statewide average,
the weighting factor would be less than 1.0; if a district’s per member valuation would be lower
than the statewide average, the weighting factor would be greater than 1.0. For purposes of this
calculation, if a district would have an equalized value of less than $75,000, it would be treated
as having a value per member of $75,000, which would address the very low value per member
shown for the Norris School District.

Two examples of the calculation of the weighting factor under this option follow:
a. Statewide equalized valuation per member ( 1995-96) equals $232,954;

b. District A’s equalized valuation per member equals $120,000 and the weighting
factor for membership would be $232,954/$120,000 = 1.941283. Therefore each member would
be weighted as 1.941283.

c. District B’s equalized valuétion per member equals $550,000 and the weighting
factor for membership would be $232,954/$550,000 = 0.423553. Therefore each member would
be weighted as 0.423553,

In this example for each $1.00 that District B would receive, District A would receive
$4.58 due to its higher weighting factor.

4. Table 1 shows a comparison of the amount per member that school districts would
receive depending on their equalized valuation per member under SB 77 and under the
alternative, based on the allocation proposed in the bill of $7,870,000 in 1997-98 and
$32,870,000 in 1998-99 to fund the weighted membership portion of the GPR block grants. This
table is calculated using the statewide average equalized value per member in 1995-96.
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TABLE 1
Estimated Grant per Member from

the Weighted Membership Formula
Using Data from 1995-96

Grant Per Member - Grant Per Member

Equalized Using Funding Amount Using Funding Amount
Value Per Amount of $7.870.000 Amount of $32,870,000
Member Govemor Alternative Governor Alternative
$100,000 $11.14 $18.50 $46.52 $77.26
150,000 11.14 12.33 46.52 51.50
200,000 11.14 9.25 46.52 38.63
250,000 743 7.40 31.02 30.90
300,000 7.43 6.17 31.02 25.75
350,000 371 5.29 15.51 22.07
400,000 371 4.62 15.51 19.31
500,000 371 3.70 15.51 15.45
750,000 3.71 ' 247 15.51 10.30
1,000,000 3.7 1.85 15.51 7.73
* 1,250,000 3.71 1.48 15.51 6.18
1,500,000 3.71 1.23 15.51 5.15
1,750,000 371 1.06 15.51 441

5.  As shown in Table 1, the membership weighting part of the formula under SB 77
would establish three levels of per member support, depending on the school district’s value per
member. In 1997-98, school districts would receive support of $11.14 per member, $7.43 per
member or $3.71 per member. Under the alternative, per member funding amounts would depend
on the specific equalized value per member of a district, and would range from $18.50 per
member for a district with $100,000 of value per member to $1.06 per member for a district with
$1,750,000 of value per member.

$5,000 Base Grant Amount

6.  Staff at DOA indicate that the $5,000 per school district base grant was included in
the block grant distribution in order to ensure that small school districts receive enough funding
to be able to fund at least a modest educational technology project. Without the $5,000 base
grant, very small districts could only receive a few hundred dollars.

7.  Arguably, the $5,000 base grant hampers the equalizing effect of a distribution
formula and benefits small districts at the expense of larger districts. The bill would allocate

Page 4 TEACH Board (Paper #791)




$2,130,000 of annual funding to districts regardless of their value per member. Small districts,
regardless of equalized value per member, would receive significantly more funding per pupil
than would large districts under this component of the proposal. As an example, for a district
with 100 members, $5,000 would provide $50 per member in block grants; for a district with
10,000 members, $5,000 would provide 50 cents per member. If the Committee wishes to provide
a base grant to all school districts, but reduce the disequalizing effect of the $5,000 grant, it could
reduce the base grant to $2,500 per district. '

8. A second alternative to SB 77 would be to establish a $5,000 (or $2,500) floor to the
block grant amounts under the weighted membership formula. Under this alternative, districts
would receive the block grant amount calculated under the weighted membership formula or
$5,000, whichever is greater. Although this alternative would still provide a higher per member
payment to small school districts, it would significantly reduce the amount of funding allocated
as flat grants. It is estimated that less than $200,000 would be needed in 1997-98 to establish a
$5,000 floor on the grant amounts, which would increase the amount distributed under the
weighted membership part of the formula.

Pioneering Partners Transition Funding

9. During its February, 1997, funding cycle, ETB received requests for approximately
$20.6 million in funding for technology projects from school districts and libraries. However,
due to previous funding decisions, ETB has sufficient monies for only $500,000 in requests.
Arguably, the TEACH program should respond to these unmet technology needs identified by
school districts and libraries that applied to ETB with the understanding that funding would be
available.

10.  Conversely, the pioneering partners program was intended to provide funding within
its sum certain $15,000,000 GPR appropriation and ETB should have planned to divide such
funding among its five funding cycles. Instead, ETB awarded approximately $7.5 million, or
50%, of its appropriation during its first funding cycle.

11. A statement of legislative intent is included in 1995 Act 351 that an additional
$5,000,000 GPR be provided for the pioneering partners grant program in the 1997-99 biennium.
Arguably, the TEACH program should include the provision of this funding for pioneering
partners competitive grants as was intended by the 1995 Legislature. This additional funding
could be utilized to support some of the unfunded projects identified by ETB. The TEACH
Board could administer the continuation of the pioneering partners, as the bill provides that the
all ETB contracts, rules and pending matters would be transferred to the TEACH Board.

12. Alternatively, it could be argued that a previous legislature cannot bind a future

legislature to appropriate funding; therefore, the 1997 Legislature is under no obligation to
respond to the intent statement. Additionally, the TEACH proposal would provide funding for
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technology projects within all school districts, rather than just those districts that have applied
for the funding.

Public Libraries

13. Library advocates argue that public libraries should be included in the TEACH block
grant program in a manner similar to their inclusion in the current pioneering partners
competitive grant program. In 1996-97, libraries received approximately 5.5% of the pioneering
partners grant funds.

14. If the Committee wishes to fund public libraries at a level proportional to this
percentage, it could reduce the school district funding by $550,000 GPR in 1997-98 and
$1,925,000 GPR in 1998-99 and provide this funding to public library systems as library aids.
Public libraries could be required to use this additional funding to increase access to technology
for the libraries served by the systems. Funding for public libraries would not count towards
two-thirds state funding of K-12 partial revenues.

Two-Thirds Funding of K-12 Partial Revenues
15. If the funding for school district block grants or other programs that count towards

two-thirds state funding of K-12 partial revenues would be reduced, funding for equalization aids
would need to be adjusted.

ALTERNATIVES TO BASE

A. Membership Weighting Formula

1.  Approve the Governor’s recommendation.
Alternative Al GPR
1997-99 FUNDING (Change to Base) $25,000,000
[Change to Bill $0]

2. Delete the Governor’s three-level weighting formula and, instead, specify that the
weighting factor for members in each district would be calculated by dividing the statewide
average equalized value per member by the value per member in the district. For purposes of this
calculation, if a district would have an equalized value of less than $75,000, it would be treated
as having a value per member of $75,000.
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Alternative A2 GPR

1997-99 FUNDING (Change to Base) $25,000,000
[Change to Bill $0]

3. Maintain current law.

Alternative A3 GPR
1997-89 FUNDING (Change to Base) $0
[Change to Bill - $25,000,000]

B. $5,000 Per District Base Grant Amount
1. Approve the Governor’s recommendation.

2. Reduce the base grant for each school district to $2,500 annually.

3, m:? Specify that each school district would receive the block grant amount under the

hlb

membership weighting formula, or:

(a.$5,000, whichever is greater.
b. $2,500, whichever is greater.

4. Eliminate the base grant for each school district.

C. Pioneering Partners Transition Funding

1.  Approve the Governor’s recommendation, which would eliminate the pioneering
partners grant program and provide no funding for such purposes in 1997-99.

2. Provide $5,000,000 GPR in 1997-98 for one-time funding for the continuation of the
pioneering partners program under the TEACH program. Specify that base funding for
pioneering partners would be eliminated, and that funding for these purposes would not extend
beyond 1997-98.

Alternative C2 GPR
1997-99 FUNDING (Change to Base) $5,000,000
[Change to Bill $5,000,000]
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D. Public Library Funding

1.  Approve the Governor’s recommendation, under which public libraries would not be
eligible for GPR block grants. '

2. Reduce the amount of funding available for educational technology block grants to
school districts by $550,000 GPR in 1997-98 and $1,925,000 GPR in 1998-99 and provide this
funding as an increase to library aids to public library systems in the state. Require that library
systems would have to utilize this funding to increase access to technology for the libraries
served by the systems.

Recommendations of the Joint Committee on Information Policy

1. Alternatives A2, B, D1.

2. Require the TEACH Board to distribute the general fund technology block grants to
school districts on the first Monday in February of each year.

3. Provide $5,000,000 GPR in 1997-98 for transition funding for the pioneering partners
competitive grant program. Require that the TEACH Board distribute these competitive grants
among the applicants to the February, 1997 funding cycle of ETB, based on the scored
applications reviewed by ETB. Reduce funding for the general fund educational technology block
grants distributed by the TEACH Board by $5,000,000 GPR in 1998-99. Provide that the base
level funding for these general fund block grants would be considered to be $35,000,000 GPR
in 1998-99 for purposes of the 1999-01 budget process.

4.  Provide $2,000,000 GPR in 1997-98 in a separate appropriation for a one-time
supplemental GPR block grant program. Provide that school districts with an equalized value
per member below the statewide average would be eligible for this funding, using prior year
values. Provide that for each eligible school district, the TEACH Board would determine a
potential grant amount, which would calculated by:

(a) dividing the school district’s value per member by the statewide average value per
member;

(b) subtracting this amount from 1.0; and
(c) taking the result and multiplying it times a dollar amount that would be determined by

the TEACH Board, and could float to the level necessary to fully distribute $2,000,000 of funding
among the eligible school districts based on the actual grant calculation for these districts.
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Provide that the actual grant amount received by a school district would be the lesser of:
(1) the potential grant amount; or (2) $25,000 less the grant amount received under the proposed
$10 million GPR block grant program.

Recommendation 4 GPR
1997-98 FUNDING (Change to Base) $2,000,000
[Change to Bill $2,000,000]

[The attachment provides examples for the calculation of the proposed one-time grant, using
1995-96 information relating to membership and equalized value.]

Prepared by: Ruth Hardy and Dave Loppnow
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ATTACHMENT

Examples of the Calculation of the Proposed One-Time Grant
(Joint Committee on Information Policy Recommendation #4)

DISTRICT A

District Characteristics

Membership 600
Equalized Value $49,167,254
Value per Member $81,945
Statewide Average Equalized
Value per Member $232,954
Estimated GPR Block
Grant under Alternative A2 $18,565
Maximum Potential Grant Amount Used
Used in Calculation for All Districts $98,789
(Set by TEACH Board at a level to fully
allocate $2 million in actual grants)
Example of Calculation of One-Time Grant
1. Potential Grant = [1 - $81.945 ] X $98,789
$232,954
[1 -0.35177] X $98,789
0.64823 X $98,789
Potential Grant = $64,038

2. Actual Grant = the lesser of:

(b) $25,000 less the GPR block

(a) the potential grant OR
' grant amount under A2

$64,038 OR  $25,000 - $18,565 = $6,435

Actual One-Time Grant = $6,435

DISTRICT B

District Characteristics

Membership

Equalized Value

Value per Member

Statewide Average Equalized
Value per Member

Estimated GPR Block

Grant under Altemative A2

Maximum Potential Grant Amount Used
Used in Calculation for All Districts
(Set by TEACH Board at a'level to fully
allocate $2 million in actual grants)
Example of Calculation of One-Time Grant
1. Potential Grant = [1 - $211434 ]
$232,954
[1 -0.90762]
0.09238
Potential Grant
2. Actual Grant = the lesser of:

(a) the potential grant OR

>

>

i}

281
$59,413,048
$211,434

$232,954

$7.462

$98,789

$98,789

$98,789
$98.789

$9,126

(b) $25,000 less the GPR block

grant amount under A2

$9,126 OR

Actual One-Time Grant = $9,126

$25,000 - $7.462 -= $17,538

TEACH Board (Paper #791)
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Paper #792 1997-99 Budget May 14, 1997
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To: Joint Committee on Finance

From: Bob Lang, Director
Legislative Fiscal Bureau

ISSUE

Block Grants to School Districts from the Common School Fund for Educational
Technology (DPI and TEACH Board)

[LFB Summary: Page 466, #10 and Page 571, #4]

CURRENT LAW

The Wisconsin Constitution establishes the common school fund and designates the
income from that fund for distribution among common school districts in proportion to the
number of residents between the ages of four and 20 years old. In order to determine this
number, the statutes require that each school district certify, to the Department of Public
Instruction (DPI), the number of residents in the district between the ages of four and 20, by
October 15 of each year. The count must be based on the number of residents as of the previous
June 30 and may be estimated by using statistically significant sampling techniques that have
been approved by DPI.

Under the state Constitution, revenues from certain fines and forfeitures and sales of
public lands are deposited in the fund. The income from the fund is primarily derived from
interest payments on loans from the fund to municipalities and school districts by the Board of
Commissioners of Public Lands. The Constitution stipulates that the income must be distributed
to school districts for the support and maintenance of schools in the district and the purchase of
suitable library materials. Under current law, the income is distributed as school library aids;
however, under the Constitution, it appears that the income could be used for more general K-12

purposes.

All 416 school districts serving grades kindergarten through eight receive a per capita
payment based on their annual school census. The 10 union high school districts do not receive
this aid; instead only their underlying K-8 districts receive the aid because the school census is
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performed by the K-8 districts rather than the UHS districts in order to avoid double-counting
residents. Payments to school districts are distributed in full each January.

Funding for school library aids varies from year to year depending on the amount of
income generated from the common school fund. A total of $15.9 million was provided in 1993-
94, $16.0 million in 1994-95, $13.8 million in 1995-96 and $17.9 million in 1996-97. The base
level (1996-97) appropriation for school library aids is $14.3 million; however, $17.9 million was
paid in 1996-97. This is because the aids are paid from a continuing appropriation that allows
for the expenditure of all monies received from the common school fund. Under current law,
it is estimated that school library aids would total $18.3 million in 1997-98 and $18.7 million in
1998-99.

GOVERNOR

Modify the current, continuing segregated appropriation for school library aids to be an
annual, sum certain appropriation and establish annual funding for this purpose at the 1996-97
base level of $14,300,000 SEG. Specify that school districts would be paid their school library
aids in two installments, with 50% paid on or before January 31 and the balance on or before
June 30. In addition, provide $15,000,000 SEG in 1997-98 and $5,000,000 SEG in 1998-99 in
an annual appropriation from income of the common school fund for block grants to school
districts. '

Distribute these funds only after $14,300,000 of annual income from the common school
fund is apportioned by DPI to school districts for school libraries. If, after these library funds are
distributed, the remaining income of the common school fund is less than the amount
appropriated for these block grants, the remaining income of the fund would be distributed, rather
than the amount appropriated.

DISCUSSION POINTS

1. In 1996-97, school library aids totalled $17.9 million, or $14.84 for each of the
1,209,347 residents age 4 to 20 certified to DPI through the annual school census. While the
base funding amount that appears in the appropriation schedule for school library aids in 1996-97
is $14.3 million, the proposal to provide $14.3 million for school library aids on a sum certain
basis would represent an approximate $3.6 million reduction in school library aids in 1997-98
compared to 1996-97. Under the bill, funding for school library aids would be reduced by an
estimated $4.0 million in 1997-98 and $4.4 million in 1998-99 compared to current law.

2. School librarians argue that this reduction in state aid specifically designated for

school libraries may hinder their ability to maintain adequate levels of print and reference
materials.
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3. On the other hand, funding for technology projects could significantly benefit
school libraries, if it would be allocated for library technologies by the school district, particularly
in the areas of system automation, on-line reference materials and educational software which
focuses on research and reading skills. Libraries that have not had the funds to introduce
technology could benefit through the TEACH funding, and libraries that are more technologically
advanced could influence where resources are dedicated for technology initiatives within a school
district. However, there would be no assurance under the bill that this funding would be spent
for the school library.

4. The income from the common school fund is primarily derived from interest
payments on loans made from the fund to municipalities and school districts by the Board of
Commissioners of Public Lands. The Board approves loans on a September through September
schedule and receives the majority of the debt service payments to the common school fund in
the Spring of each year. Recipients of loans made prior to September of each year must pay debt
service the following Spring; recipients of loans made after September are not required to pay
debt service until the Spring after the following year.

5. The budget bill would appropriate $28.6 million for school library aids and $20
million for technology block grants, for a total of $48.6 million from income of the common
school fund in the 1997-99 biennium. This funding amount would represent an increase of $11.6
million from current law estimates, which would be accomplished by having a second installment
payment of school library aids made in June. This would allow income that would accrue in the
Spring of 1998 to be recognized on a one-time basis in 1997-98.

6. Earnings from the common school fund are dependent on various economic factors
such as interest rates, borrowing activity and default rates; therefore, income available for
distribution cannot always be accurately predicted. If the fund would not generate sufficient
income for school library aids, the technology block grants would not be funded. Current
estimates indicate that annual income from the fund along with the one-time monies due to the
distribution schedule change would provide sufficient funding for both purposes. However,
utilizing income from the common school fund would not guarantee a stable funding source for
technology block grants.

7. If the Committee wishes to utilize income from the common school fund to
provide additional technology funding for school districts in the 1997-99 biennium on 2 one-time
basis, it could sunset these block grants at the end of the 1997-99 biennium. This would allocate
all of the income from the common school fund for school library aids after an initial two-year
phase of the TEACH proposal.

8. If the funding for common school fund block grants or other programs that count

towards two-thirds state funding of K-12 partial revenues would be reduced, funding for
equalization aids would need to be adjusted.
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ALTERNATIVES TO BASE

Approve the Governor’s recommendation.

Alternative 1 SEG
1997-99 FUNDING (Change to Base) $20,000,000
[Change to Bill $0]

2. Modify the Governor’s recommendation to specify that the technology block grants
funded through the common school fund would sunset on June 30, 1999. Provide that the full
amount of income from the common school fund would be appropriated to school library aids
through a continuing appropriation after June 30, 1999, and would be distributed in one payment
on or before June 30 of each year.

Alternative 2 SEG
1997-99 FUNDING (Change to Base) $20,000,000
[Change to Bill $01
3. Modify the Governor’s recommendation to, instead, appropriate all income from

the common school fund to school library aids to be paid out to school districts in one payment
on or before June 30 of each year. '

Alternative 3 SEG
1997-99 FUNDING (Change to Base) $20,000,000
[Change to Bill $0]

Maintain current law to appropriate all income from the common school fund to
school library aids to be paid out to school districts in January of each year.

Alternative 4 SEG
1997-99 FUNDING (Change to Base) $8,400,000
[Change to Bill - $11,600,000]
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Recommendations of the Joint Committee on Information Policy

1. Alternative 2.

2. Require that in completing the annual school census, kindergarten through grade
eight (K-8) districts would be required to count the number of four through 13-year olds in the
school district and union high school (UHS) districts would be required to count the number of
14- to 20-year olds in the school district. Specify that the income of the common school fund,
for both school library aids and technology block grants, would then be distributed to K-8 and
UHS districts based on their respective counts for residents in the school districts.

Prepared by: Ruth Hardy
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To: Joint Committee on Finance

From: Bob Lang, Director
Legislative Fiscal Bureau

ISSUE

Block Grants to CESAs for Educational Technology (TEACH Board)

[LFB Summary: Page 573, #6]

CURRENT LAW

The state’s school districts are served by 12 cooperative educational service agencies
(CESAs). School districts enter into contracts with the CESA for particular services; however,
a district is not compelled to participate in CESA activities. With the exception of Kenosha and
Racine, which have elected to withdraw from CESA 1 as permitted by law, all districts
participate, to varying degrees, in CESA programs. School districts may contract for services
from other CESAs and are allowed, through a petition to DPI, to transfer from one CESA to
another. CESAs are not state agencies, but are instead governed by a local board of control which
represents the school boards within the agency.

CESAs rely primarily on revenues generated from providing services to school districts
and others. The only funding CESAs are guaranteed by statute is $25,000 GPR each, or a total
of $300,000 GPR, for the administrative cost of the agencies. School districts must collectively
match the state’s contribution according to their percentage of average daily membership within
the CESA. In 1992-93, the most recent year for which data is readily available, CESAs had
revenues totalling $108.9 million, of which $70.9 million was from school districts, $16.7 million
from the federal government, $14.0 million from the state and $6.2 million from other
governmental units. The state funding was primarily special education categorical aids otherwise
paid to local school districts.
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GOVERNOR

Provide $4,000,000 GPR annually in an annual appropriation for two types of grants to
CESAs for educational technology training and assistance programs. °

a. Award grants to CESAs to coordinate and provide educational technology planning
and training to school districts served by each agency, which could not exceed $120,000 annually
per CESA. A CESA would be eligible for a grant if it agrees to do all of the following:

(1)  Assist school districts served by the CESA in developing and implementing
educational technology plans.

(2)  Provide staff development programs that address educational technology needs
identified in the plans.

3 Coordinate its activities under (a) and (b) with institutions of higher education.

(490  Employ a full-time position that would be solely dedicated to providing technical
assistance related to educational technology to school districts served by the
CESA.

(5) Employ a full-time position that would be solely dedicated to coordinating and
providing educational technology training for school districts served by the CESA.

b. Award grants to CESAs to train agency and school district staff in the use and
integration of educational technology, rent space for training and for other costs associated with
training. In order to qualify for these grants, a CESA would be required to develop a technology
training plan to be approved by the TEACH Board. These grants would be awarded to CESAs
with the funding remaining after all eligible CESAs were granted funds for the purposes of the
first grant category.

DISCUSSION POINTS

1. Under the bill, the amount of state aid specifically provided to CESAs would
increase from $300,000 annually to $4,300,000; an increase of 1,333%. However, the additional
$4 million of annual funding would be provided for the specific purpose of technology training
and assistance, rather than the general administrative costs of CESAs.

2. It could be argued that because of their role as regional service agencies, CESAs
are uniquely positioned to provide training and technical assistance to school districts. The
proposed funding would provide substantial resources to allow CESAs to take a leadership role
in this area and coordinate regional resources for teacher technology training and technical
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assistance, involving all of the school districts in the service area, institutions of higher education
and other community entities.

3. On the other hand, it could be argued that CESAs should only receive funding for
training and technical assistance if school districts choose to provide funding to CESAs through
contracts for services. Substantial direct state funding for CESAs might provide CESAs too
much leeway in how they would deliver services and what those services would be, thereby
denying school districts the ability to shape CESA services based on school district needs. This
funding could be retained by the general fund or be utilized for other K-12 purposes.

4, Staff at DPI indicate that not all school districts currently utilize CESA services.
For example, because of sufficient staffing levels and program offerings, many larger districts
do not have a need for CESA services, whereas smaller districts often pool resources to fund
services through a CESA, such as special education courses and teacher training. Arguably,
because not all school districts chose to utilize CESA services, not all districts would benefit
from the additional educational technology funding.

5. In its proposed budget, DPI requested funds to provide CESAs with $100,000 each
annually to hire one additional full-time employe who would provide technology training and
technical assistance to school districts in the CESA service area. In its request, the Department
indicated that this funding would address obstacles that many school districts face in budgeting
the resources for teacher technology training and planning. The Committee could provide CESAs
with this lesser funding level, which would still provide a 400% increase in the amount of state
aid specifically provided to CESAs. The first year funding amount could be reduced to $75,000,
to provide nine months of funding for the positions. The remaining funding could be utilized
for block grants to school districts, which in turn could use those monies to contract with CESAs
for training services at the discretion of the school districts.

6. Library advocates argue that public libraries should be included in the programs
of the proposed TEACH Board. If the Committee wishes to provide funding for training library
personnel in the uses of technology, it could provide $75,000 in 1997-98 and $100,000 in 1998-
99 to each of the state’s 17 public library systems. The Committee could place this funding in
a separate appropriation within DPI, which is the agency responsible for the coordination of
library services within the state. Library funding would not count toward the state’s two-thirds
funding of K-12 partial revenues.

7. If the funding for CESA grants or other programs that count towards two-thirds

state funding of K-12 partial revenues is reduced, funding for equalization aids would need to
be adjusted.
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ALTERNATIVES TO BASE
A. CESA Grants

1. Approve the Governor’s recommendation to provide $4 million GPR annually for
grants to CESAs for educational technology training and assistance programs.

Alternative At GPR
1997-99 FUNDING (Change to Base) $8,000,000
[Change to Biil $0]

2. Provide $900,000 GPR in 1997-98 and $1,200,000 GPR in 1998-99 in order to
distribute $100,000 on an annualized basis to each CESA to hire one additional full-time employe
who would provide technology training and technical assistance to school districts in the CESA
service area.

Alternative A2 GPR
1997-99 FUNDING (Change to Base) $2,100,000
[Change to Bill - $5,900,000]
3. Maintain current law.
Alternative A3 GPR
1997-99 FUNDING (Change to Base) $0°
’ [Change to Bill - $8,000,000]

B. Public Library Grants

1. Approve the Governor’s recommendation, which would not provide funding for
public library grants.

2. Provide $1,275,000 GPR in 1997-98 and $1,700,000 GPR in 1998-99 in order to
distribute $100,000 on an annualized basis to each of the state’s 17 public library systems to hire
one additional full-time employe who would provide technology training and technical assistance
to public libraries in the library system service area. Create a separate appropriation for
technology training for libraries within the Department of Public Instruction. '

Alternative B2 GPR
1997-99 FUNDING (Change to Base) $2,975,000
[Change to Bill $2,975,000]
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Recommendations of the Joint Committee on Information Policy

1. Delete the Governor’s recommendation and, instead, provide $2,000,000 GPR in
1997-98 and $4,000,000 GPR in 1998-99 in a biennial appropriation under the TEACH Board
to provide grants to CESAs and school district consortia, which may include public libraries as
members of the consortia, for the provision of educational technology training and technical
assistance programs. Provide that the TEACH Board would have to give priority to consortia
that include a library component. ide_ S X ] S 1o-the-FEACH Board™)

I ProSrantoperartd D

O 10t A CTT BOaGrad 1o

Require applicants to submit a plan to the TEACH Board which outlines the school
districts and libraries that would participate in the training programs and the details of how the
consortia would allocate the funding. Require the Board to administer the program as a
competitive grant program with one funding cycle in each fiscal year, and to ensure that grants
would be distributed to eligible applicants across all regions of the state.

Require that the TEACH Board promulgate emergency rules to specify the administrative
procedures, eligibility and application requirements, and funding criteria Jfor this grant program.
Provide that the TEACH Board could promulgate the initial rule for this purpose as an
emergency rule, without having to provide evidence of the necessity of preservation of the public
peace, health, safety or welfare. Specify that the emergency rule would be subject to approval
or disapproval by the Joint Committee on Information Policy under a 14-day passive review
process.

Recommendation 1 GPR
1997-99 FUNDING (Change to Base) $6,050,000
[Change to Bill - $1,950,000]
2. Require each school district to include in its current law annual report to DPI,

a description of the technology used in the education or training of any person or in the
administration of the school district and related telecommunications services. This description
would have to include the uses made of the technology, and the costs and number of pupils or
other persons using or served by the use of the technology, as determined by DPI in consultation
with the TEACH Board.

Prepared by: Ruth Hardy
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Paper #794 1997-99 Budget May 14, 1997
m

To: Joint Committee on Finance

From: Bob Lang, Director
Legislative Fiscal Bureau

ISSUE

Educational Technology Infrastructure Loans (TEACH Board)

[LFB Summary: Page 571, #5]

CURRENT LAW

School districts and public libraries may apply to the Educational Technology Board
(ETB) pioneering partners program for loans to fund educational technology and distance
education improvements including building infrastructure upgrades, staff and teacher professional
development programs, telecommunications fee payments, curricular or administrative projects,
and hardware and software purchases.

The Board of Commissioners of Public Lands is required to reserve $15,000,000 annually
from 1996-97 through 1999-2000 for these low-interest state trust fund loans to school districts,
counties, municipalities and consortia. The ETB may provide a cash grant to school or library
loan recipients that will subsidize the first two percentage points of the annual interest applicable
to the loan.

GOVERNOR

Provide $50,000,000 of general obligation bonding in 1997-98 and an additional
$50,000,000 in 1998-99. This bonding would be issued by the Building Commission, at the
request of the TEACH Board and with the approval of the Governor, for the purposes of
educational technology infrastructure loans to school districts. The term of the bonds could not

exceed ten years.
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Authorize the TEACH Board to make subsidized loans to school districts from the
proceeds of these bonds. Require school districts to use the loans only for upgrading the
electrical wiring of school buildings in existence on the effective date of the 1997-99 budget and
installing and upgrading computer network wiring in accordance with standards and procedures
to be established by the Board and the Department of Administration (DOA). Require school
districts to repay 50% of the total debt service on the loans, as determined by the Board, and
specify that a school district would not be obligated to repay the remaining 50%.

Create a sum sufficient GPR appropriation for the payment of debt service costs incurred
in financing subsidized educational technology infrastructure loans to school districts. The
appropriation reflects estimated debt service of $250,000 GPR in 1997-98 and $5,000,000 GPR
in 1998-99. Create a sum sufficient PR appropriation to pay out monies received from school
districts for their share of the debt service incurred in financing subsidized educational technology
infrastructure loans to school districts. Debt service is estimated to be $250,000 PR in 1997-98
and $5,000,000 PR in 1998-99.

Specify that the Board of Commissioners of Public Lands would continue to make
available $15 million annually through 2002-03 for the purpose of making loans to school
districts and other entities for education technology and distance education projects.

DISCUSSION POINTS

1. Staff at ETB and the Wisconsin Advanced Telecommunications Foundation
(WATF) indicate that the total cost of the all of the projects funded by the two organizations in
1996, including both WATF and ETB funding and local matching funds, was approximately
$31.0 million. Of this total, approximately $5.8 million, or 18.7%, of all the funds for these
technology projects was dedicated to wiring. ETB and WATF have defined wiring to include
the cost of electrical upgrades, wire, cable, mounts, data ports, patch boards and cords, routers,
connectors, transceivers, hubs, terminators, slot chassis, power supplies and installation.

2. Of the 60 loan awards offered to school districts and public libraries by the ETB,
only five applicants accepted the offer for the loan, including two school districts, one library,
one library consortium and one distance education network. Staff at ETB indicate that these
applicants accepted the loans primarily because ETB was able to offer a cash grant equivalent
to the total interest payments on these loans.

3. It could be argued that, based on past experience, school districts are unwilling to
borrow to fund technology projects, and would, therefore, be unlikely to borrow significant
amounts under the proposed loan program. However, under the bill, the state would pay one-half
of the debt service, so that the loan terms would be more advantageous to school districts and
loan demand may be much higher than under current law. As an example of the potential debt
service, if $1 million would be borrowed for a 10-year term at an interest rate of 5.5% structured
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with level payments, annual debt service would be approximately $133,000, of which the school
district would pay $66,500 annually over the ten-year life of the loan. Thus, the district would
receive the benefit of $1.0 million in funding at a total cost to the district of $665,000, paid over
a 10-year period. )

4. Wiring Wisconsin, a non-profit organization that coordinates wiring school
districts, reports that 11 school districts participated in the November, 1996, wiring day and
approximately 125 school districts participated in April, 1997. Wiring days pair school districts
with community volunteers who install the wiring and businesses that purchase low-cost wiring
kits for school districts through the Wiring Wisconsin organization. The ability of school
districts to use local and private sector resources to provide wiring upgrades for their schools may
reduce the need for state bonding authority to provide funding for wiring upgrades in the state’s
public schools. ‘

5. Staff at DOA estimate statewide local area network (LAN) installation wiring
needs of approximately $66 million, based on several assumptions: (a) a cost of $250 for each
node (computer hook-up), as budgeted for state agencies; (b) one computer per five pupils; (c)
one computer for each professional staff member; (d) one printer for every 10 computers; (e) and
one server for each building. DOA estimates general electrical wiring upgrade needs of $275.2
million, based on estimates of wiring upgrade needs provided to DOA by the Milwaukee Public
Schools (MPS) and the Madison School District. On average, MPS and Madison estimate wiring
needs of approximately $324 per pupil, although Madison has since somewhat increased its
projected needs.

6. There is a good deal of uncertainty to these estimates, for several reasons: (a) the
two components, LAN connections and general wiring, overlap and could double count wiring
costs; (b) MPS and Madison, as the two largest districts in the state, may not be accurate
reflections of the wiring needs of smaller school districts across the state; (c) older school
buildings could have wiring needs well above the average, whereas new buildings may have no
wiring needs; (d) school districts throughout the state could be working to achieve differing
computer/pupil ratios; and (e) several districts have recently, at least partially, met their wiring
needs through private efforts and local referenda.

7. One other area of uncertainty is that the estimate of $250 per node could be too
high for school district LAN connections. Staff at ETB estimate that each computer connection
would cost approximately $150. Wiring Wisconsin has been able to secure the following average
prices for kits that wire six classrooms each with two computer ports, or the equivalent of 12
nodes: (a) $633 for category five, plenum (fire retardant) copper wiring kits; and (b) $2,500 for
plenum fiber optic wiring kits. The corresponding amount using $250 per node would be $3,000.
However, the Wiring Wisconsin prices have been subsidized by private businesses that have
agreed to participate in the program.
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8. Utilizing the ETB and Wiring Wisconsin prices and DOA assumptions for
computer ratios, with the addition of four computers for every one support staff member, would
result in the following statewide estimates for LAN connections: (a) ETB $150/node -- $40.3
million; (b) Wiring Wisconsin $633/copper wiring kit -- $14.2 million; and (c) Wiring Wisconsin
$2,500/fiber optic wiring kit - $55.9 million. Therefore, total wiring needs could range from
$289.4 million to $341.8 million, including DOA assumptions on general electrical wiring costs.

9. Staff at DOA indicate that the Governor’s recommendation for $100 million in
general obligation bonding is based on: (a) DOA’s ability to contract for and manage projects;
(b) the capacity of contractors to do additional work; (c) the limited season for wiring upgrades
due to weather factors; and (d) the overall magnitude of this initiative within the state budget.

10.  While estimates of the need for school district wiring exceed $100 million, it could
be argued that local building construction may not be a state priority considering the magnitude
of state building construction needs. School districts can borrow, if voters approve, and the debt
service costs are aidable under the equalization formula in the following year. In addition, $15
million annually would continue to be available from the Board of Commissioners of Public
Lands, although on less favorable terms. As a result, it may be desirable to provide a lesser
amount of bonding, such as $25 million annually. Under this alternative, the GPR supported
portion of this bonding could be reallocated to fund state borrowing needs such as projects in the
1997-99 building program. ‘

11.  Under SB 77, public libraries would not be eligible for infrastructure loans.
Arguably, public libraries should be included in the infrastructure loan program because they are
included in the current pioneering partners loan program. Through the first three of four ETB
funding cycles in 1996-97, libraries were offered approximately 4.5% of the $7.5 million in loan
proceeds awarded. If the Committee wishes to include libraries in the infrastructure loan portion
of TEACH, it could set aside 4.5% of the bonding revenue and GPR debt service funding for
public libraries.

12.  The bill would define wiring infrastructure that would be eligible for loan funding
as, "electrical wiring of school buildings" and "installing and upgrading computer network
wiring." Staff at DOA indicate that they would intend that loans be made available only for
equipment and wiring that would have a lifetime equivalent to the life of the loan (up to 10
years).

13.  Under SB 77, the TEACH Board would be required to establish application
procedures for, and the terms and conditions of, the subsidized loans. Arguably, the TEACH
program and DOA should also more specifically define the wiring and equipment that could be
funded under the infrastructure loan component of TEACH. The Committee may wish to require
that the TEACH program, in coordination with DOA, promulgate administrative rules that would
specify the wiring and equipment that may be purchased and installed with funding provided
through these loans.
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ALTERNATIVES TO BASE

A. General Obligation Bonding

L. Approve the Governor’s recommendation.

Alternative A1 GPR PR BR TOTAL

1997-99 FUNDING (Change to Base) $5,250,000  $5250,000  $100,000,000  $110,500,000
[Change to Bill $0 $0 $0 $o0]

2. Modify the Governor’s request to delete $25 million of general obligation bonding

annually, which would provide a net amount of $25 million general obligation bonding in 1997-
98 and an additional $25 million in 1998-99 for wiring infrastructure loans to school districts.
Delete $125,000 GPR and $125,000 PR in 1997-98 and $2,500,000 GPR and $2,500,000 PR in
1998-99 attributable to the estimated debt service on the $25 million of bonding that would be
deleted from the bill.

Alternative A2 . GPR PR BR TOTAL

1997-89 FUNDING (Change to Base) $2,625,000 $2,625,000 $50,000,000 $55,250,000
[Change to Bill - $2,625,000 - $2,625,000 - 50,000,000 - $55,250,000]

3. Maintain current law.

Alternative A3 GPR PR BR TJOTAL

1997-99 FUNDING (Change to Base) $0 $0 $0 $0
[Change to Bill - 5,250,000 - $5,250,000 - $100,000,000 - $110,500,000]

B. Public Libraries

1. Approve the Governor’s recommendation, under which public libraries would not
be eligible to receive funding.

2. Allocate 4.5% of the bonding revenue and GPR funding for infrastructure loans
to public libraries. Create a separate sum sufficient GPR appropriation for the payment of debt
service costs incurred in financing subsidized educational technology infrastructure loans to
public libraries. Modify the PR debt service appropriation to receive debt service payments from
public libraries.
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C. Rules to Define Eligible Wiring and Equipment

1. Approve the Governor’s recommendation, which allows the TEACH Board and
DOA to establish standards and procedures for loans under the program.

2. Requiré that the TEACH Board promulgate administrative rules to specify the
wiring and equipment that may be purchased by school districts with these loan proceeds.

Recommendations of the Joint Committee on Information Policy

1. Alternative Al.

2. Provide that public libraries would be included in the educational technology
infrastructure loan program under the TEACH initiative. Provide $5,000,000 annually in
additional general obligation bonding for public library infrastructure loans. Create a separate
sum sufficient GPR appropriation and provide $25,000 GPR in 1997-98 and $500,000 GPR in
1998-99 for the payment of estimated debt service costs incurred in financing subsidized
educational technology infrastructure loans to public libraries. Specify that this GPR funding
would not count toward state’s funding of 66.7% of K-12 partial revenues. Modify the PR debt

service appropriation to receive debt service payments from public libraries and provide $25,000 -

PR in 1997-98 and $500,000 PR in 1998-99 for the public library payments of the estimated debt
service costs.

Recommendation 2 GPR PR BR TOTAL
1997-99 FUNDING (Change to Base) $525,000 $525,000  $10,000,000 $11,050,000
[Change to Bill $525,000 $525,000  $10,000,000 $11,050,000]

3. Require that the TEACH Board promulgate emergency rules to specify the wiring
and equipment that may be purchased by school districts with educational technology
infrastructure loan proceeds. Provide that the TEACH Board could promulgate the initial rule
for this purpose as an emergency rule, without having to provide evidence of the necessity of
preservation of the public peace, health, safety or welfare. Specify that the emergency rule would
be subject to approval or disapproval by the Joint Committee on Information Policy under a 14-
day passive review process. If the Co-Chairs of Information Policy would schedule a meeting
to review the proposed emergency rules, the rules would not take effect until the Committee’s
meeting, and then only if the Committee approved the rules. If the Committee disapproved the
rules, the TEACH Board would have to resubmit revised emergency rules under the same

Process.

Prepared by: Ruth Hardy
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Representative Coggs

TEACH BOARD
Adjustment to Revenue Limits for School District Debt Service
Motion:

Move to provide an adjustment to revenue limits for the school district share of debt
service on educational infrastructure access loans.

Note:

SB 77 would provide $50,000,000 of general obligation bonding in 1997-98 and an
additional $50,000,000 in 1998-99. This bonding would be issued by the Building Commission,
at the request of the TEACH Board and with the approval of the Governor, for the purposes of
educational technology infrastructure loans to school districts. The term of the bonds could not
exceed ten years.

The bill would authorize the TEACH Board to make subsidized loans to school districts
from the proceeds of these bonds. Require school districts to use the loans only for upgrading
the electrical wiring of school buildings in existence on the effective date of the 1997-99 budget
and installing and upgrading computer network wiring in accordance with standards and
procedures to be established by the Board and the Department of Administration (DOA). Require
school districts to repay 50% of the total debt service on the loans, as determined by the Board,
and specify that a school district would not be obligated to repay the remaining 50%.

This motion would create an adjustment to school district revenue limits in the amount of
each school district’s share of the debt service, which would allow the school district to levy for
these costs.
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